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BEFORE THE STATE BOARD OF EQUALI ZATI ON
OF THE STATE OF CALIFORNIA

In the Matter of the Appeal of ;

LAWRENCE T. AND GALADRIEL BLAKESLEE )

For Appellants: Emly Kristkeitz
Area Tax Manager
Uni ted Tax Service

For Respondent: Bruce R Langston
Counsel
OPI NI ON

This appeal is nmade pursuant to section 19057,
subdi vi si on ?a), of the Revenue and Taxation Code from

the action of the Franchise Tax Board in denying the
claim of Lawence T. and Gal adriel Blakeslee for refund

of personal income tax in the anmount of $1,120.19 for
the year 1978.
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Appeal of Lawence T. and Gal adri el Bl akesl ee

The question presented by this appeal is whether
respondent properly determi ned that Revenue and Taxation
Code section 17596 did not exenpt from California tax a.
| unp-sum di stribution froma pension plan which was
recei ved by appellants after they becane California
residents. "Appellant" herein shall refer to Gal adriel
Bl akesl ee.

Appel lant lived and was enployed in Flcrida
until 1976, when she resigned her position and noved to
California. While enployed in Florida, she had partici-
pated in her enployer's qualified profit-sharing plan,
whi ch was funded entirely by enployer contributions.

Wien she term nated her enploynent, she becane entitled
to a lunp-sumdistribution fromthe plan. This distribu-
tion, however, was not received by appellant until 1978,
when she was a resident of California.

On appel I ants* original 1978 joint persona
income tax return, they included the lunp sum distribu-
tion. It was also apparently reported on their '6978
federal income tax return, since a federal form 1099R for
1978 was included with their state return. Appellants
| ater filed an amended state return which excluded the
amount of the distribution. Respondent deteKmi nt?d that
the distribution was taxable by California because appel -
| ants had received the income while residents. ‘The
amended return was treated as a claimfor refund, which
was deni ed.

Revenue and Taxation Code section 17041, as it
read during 1978, inposed an incone tax on the entire
taxabl e incone of all California residents, regardless of
the source of the income, and upon the incone of nonresi-
dents which had its source in this state. Pensi ons and
annuities are specifically included in incone. (Rev. &
Tax. Code, §§ 17071, 17101.) Revenue and Taxation Code
section 17596 provides:

When the status of a taxpayer changes from
resident to nonresident, or from nonresident to
resident, there shall be included in determning
i nconme from sources wWithin or without this State,
as the case na% be, income and deductions accrued
prior to the change of status even though not
ot herwi se includible in respect of the period
prior to such change, but the taxation or c¢educ-
tion of itens accrued Prior to the change of
status shall not be affected by the change,
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Appeal of Lawence T. and Galadriel Blakesl|ee

Appel | ant argues that her |unp-sum distribution
was earned and accrued while she was a nonresi dent and,
therefore, it is not taxable by California, because of
section 17596.

In the Appeal of Virgil. M and Jeanne P. Money,
deci ded this day, We concluded that section I7596 was
apparently designed nerely to prevent California from
treating accrual and cash basis taxpayers differently
when they changed residency and were subject to taxation
by California on the basis of their residency. W held
that this section should be applied only when two condi -
tions are satisfied: (1) when California's sole basis
for taxation is the taxpayer's residency, and (2) when
that taxation would differ depending on whether the tax-
payer used the accrual or the cash method of accounting.

lying this two-pronged test to appellant's
| unp sunld?g?r¥bu?ion, we fi%d t%at t he firstpgondition

is satisfied: California's sole basis for taxing this
inconme is appellant's residency. As to the second condi-
tion, however, California's taxation of the distribution
woul d not differ between cash and accrual basis taxpayers.
Kevenue and Taxation Code section 17503, subdi vision {b),
whi ch governs the taxability of |unp-sum distributions
fromqualified enployee's trusts, nakes no distinction
between cash and accrual basis taxpayers, but treats

all taxpayers as if they were using the same nethod of,
accounting. This specific provision that puts all
taxpayers on the same nethod of accounting makes it
unnecessary to use the general provisions of section
17596 to achieve the same result. Appellant's |unp-sum
distribution, therefore, is not exenpted from taxation by
section 17596, and respondent's action nmust be sustai ned.
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Appeal _of _Lawence T. and Gal adriel Bl akes|ee

ORDER
Pursuant to the views expressed in the opinion
of the board on file in this proceeding, and good cause
appearing therefor,

| T 1S HEREBY ORDERED, ADJUDGED AND DECREED,
pursuant. to section 19060 of the Revenue: and Taxat.ion
Code, that the action of the Franchise Tax Board in deny-
ing the- claim of Lawrence T. and Gal adriel Bl akeslee for
refund of: personal income tax in the amount of: $1,120.19
for the year 1978, be and the same is hereby sustai ned.

Done at Sacramento, California, this 13th day
of pecember ., 1983, by the State Board of Equalization,

with Board Members M. Bennett, M. Collis, M. Dronenburg
and- M. Nevins present.

W| liamMBennet t » Chai rman
Conway H. Collis , Menber
Ernest J. Dronenburg, Jt, ,  Menber
Ri chard Nevins . Menber

- - ,  Member
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